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FOREWORD 


This pamphlet has been prepared by Mr. Humphrey Carver, Research 
Associate, and Mr. Robert Adamson, Research Assistant, of the School of 
Social Work, University of Toronto. The pamphlet is based upon work 
which the authors have |\done in connection with the Toronto Metropolitan 
Housing Research Project, under the auspices of the School. This project 
was undertaken at the beginning of 1946'0n the initiative of the Toronto 
Reconstruction Council, with financial support from the City of Toronto, 
the Department of Planning and Development of the Ontario Government, 
and the Central Mortgage and Housing Corporation of the Dominion 
Government, in order to explore and analyze the pertinent facts regarding 
Toronto’s housing problem. 


The Toronto Reconstruction Council is pleased to present this pam- 
phlet to the citizens of this city and to other interested persons in the 
hope that it will throw jlight on the current housing situation in Toronto, 
including the undertaking of the Regent Park low-rent housing project. 


Harry M. Cassipy, 


lActing Chairman, Toronto Reconstruction Council, 
December 19, 1946, 


WHO CAN PAY FOR HOUSING? 


L—HOW MANY HOUSES AND HOW MUCH THE COST? 


HIS winter, the second since the war ended, Canadian cities face 

their gravest shortage of housing. The armed forces are now all 

demobilized and, as the veterans take their place in the civilian com- 
munity, families are multiplying more rapidly than houses are being con- 
structed. We are still losing ground. 


“When will the shortage be over?” Everyone is asking the question. 
But no one can offer a confident answer because a housing shortage of such 
dimensions is for us an altogether mew experience and, as we enter a new 
epoch of history, we are presented with an unfamiliar set of economic con- 
ditions. We are only now beginning to perceive dimly the true nature of 
the problems that will have to be solved before the shortage can be over- 
come. Our first task is to assemble the facts. 


There are three principal groups of facts which must be troduced 
into any rational discussion of the housing problem. First of all there has 
to be a calculation of the quantity of housing that is needed; this was the 
subject of a previous publication of the Toronto Reconstruction Council, 
entitled, How Much Housing Does Greater Toronto Need? Secondly, 
there must be a reckoning of the amount of money which is available to 
pay for housing; that is the subject of this pamphlet. And, thirdly, there 
must be an estimate of the cost of producing the required housing ; that will 
be the subject of a subsequent study. Only when these three sets of 
facts have been assembled and placed in relationship with one another will 
the real essence of the housing problem become apparent. 


In order that the reader may be able to appreciate the significance of 
the information provided in this account of family incomes in the Toronto 
area, it may be well to outline very briefly the other two sets of facts with 
which this’ information must be related. 


Tue NuMBER. oF ADDITIONAL Houses NEEDED IN THE ToRONTO 
METROPOLITAN AREA 


By measuring the shortage of houses that had accumulated over the 
last fifteen years and by predicting the probable increase of the population 
during the next ten years it has been possible to estimate the minimum 
number of housing units that should be constructed during the post-war 
decade. 


To make up for the accumulated shortage .... 18,000 units 
To house the increased population, 1946-56 .. 29,000 units 
To restore an adequate vacancy rate ............ 3,000 units 





Programme for post-war decade .... 50,000 units 


fy 








It will, in fact, be necessary to build at the rate of about 5,000 units 
a year for the next ten years in order to provide an adequate quantity 
of housing accommodation. This does not, however, take account of the 
fact that during this decade a considerable number of old houses should be 
replaced if the community is to maintain an adequate quality of housing. 
The City Planning Board has already earmarked certain slum areas con- 
taining about 3,800 housing units that should be demolished and replaced 
immediately. It should also be realized that if each dwelling unit (in our 
present stock of about 210,000 units) has a useful life-time of not more 
than about 75 years, we should soon begin to replace the obsolete houses at 
the rate of at least 2,000 a year. 


THE Present Cost oF Propucinc Houses 


We do not yet know whether the cost of houses will go up or down 
during the course of our ten-year programme. Prices of building materials 
are still increasing, and every effort will have to be made to introduce more 
economical methods of construction. The following figures may be re- 
garded as representative of the small houses built in the Toronto metro- 
politan area in 1946.* 

Cost of house and lot ... 
Cash payment required . 


$6,400 
2,000 











Loan to purchaser .........+ scisshasbuauea wees $4,400 





The purchaser of such a house finds that he has to assume these monthly 
expenses * 


Payment on loan - $29.00 









Taxes @ 2 per cent per annum . 10.65 
Maintenance, repairs @ $100 per: annum 8.35 
IMSUTANCE oeessseeesssreeeeseeecetieneseettatreneesneenneees 1,00 

Total Monthly Costs ss: ssssneseeseene $49.00 





Based on the experience of ‘1946, therefore, it may be said that a family 


‘which embarks upon the purchase of a house must have at least $2,000 


available in cash and must have an income sufficient to support monthly 
payments of nearly $50. 


*These cost figures are necessarily preliminary. It is possible that the 
estimates for tax and maintenance rates are high, and very likely 
that the estimates for the capital cost are low. Research on housing 
costs is being carried out ‘by the authors of this pamphlet, and a de- 
tailed report will be published subsequently. 


IL—HOW MANY CAN AFFORD NEW HOUSES? 

Our ability to construct 50,000 new houses in the Toronto area during 
the next ten years will depend partly upon the availability of the necessary 
materials and upon the efficiency of the building mdustry and its labour 
forces. But it will also depend upon the number of people who can afford 
to pay for a new house. Houses are only built when somebody can pay 
for them. It makes little difference whether a family buys or rents a new 
house; the same costs must be met in either case. We are, therefore, par- 
ticularly interested in finding out how many families can make monthly 
payments of nearly $50 for a house. 

Under the pressure of a housing shortage a great many families may, 
of course, undertake to pay $50 a month for the ownership of a new house 
even though they could not really afford it. They might be prepared to cut 
down their budget for food and clothing in order to get a roof over their 
heads. But it has been generally agreed that a family should pay not much 


more than one-fifth of its income for housing. (not including heat, light, and, 


water) in order to maintain a proper balance between the various neces- 
sities and amenities of home life. On this basis a family should have a 
net monthly income* of about $250 (or about $3,000 a year) in order 
to pay $50 a month for a house. It can be seen, therefore, that the accom- 
plishment of the 50,000 unit housing programme might depend very vitally 
upon the number of families which will have net incomes of $3,000 a year 
or more. 

Table 1, following the text, gives an analysis of the income levels of 
families in the Toronto metropolitan area. It shows the percentages of 
families at each gross income level and divides these up into family sizes. 
It can be seen that only 15.6 per cent of all families had gross incomes of 
$3,000 and over in 1941. (Since Table 1 relates only to wage-earner 
families and excludes own-account workers and employers, it under- 
estimates somewhat the earning capacity of Toronto families, but the error 
involved is believed to be of a minor nature.) 


These income-level figures in Table 1 have been taken from the 
records of the 1941 Decennial Census, which is at present our only authori- 
tative source of information on the distribution of family incomes. In 
view of the increases in wage-rates since 1941 it would, perhaps, be fair 
to assume that the proportion of families which have gross incomes of 
$3,000 or more has risen from 15.6 per cent to 20 per cemt. But since 
the increased cost of living has largely offset wage increases, it would be 
generous to assume that the community’s capacity to pay for housing has 
really increased to. that extent. It is also relevant to observe that, as a 
matter of fact, only 12.3 per cent of families in the area paid more than 
$50 a month for housing in 1941: to raise this Proportion to 20 per cent 
can hardly be an under-estimate. 

Assuming, therefore, that there will be about 260,000 families in the 
Toronto area by the end of the ten years for which the housing programme 


*Net income equals gross income minus income tax plus family allow- 
ance payments, 





is projected, it may be anticipated that not more than 50,000 of these 
families will have gross incomes of $3,000 and more. Fewer, accordingly, 
will have.net incomes of this amount. 

It is generally true in an economy such as ours that only a small 


’ proportion of the families inj the community have comes sufficient to 


support the cost of new dwellings. There is nothing startling or abnormal 
about an estimate which predicts that the number of such families in Tor- 
onto over the next ten years is not likely to average more than 50,000. 
It remains only to consider whether these families will bring about the con- 
struction of the 50,000 units which are considered necessary to meet the 
minimum needs of the city over the next ten-year period. In order to do 
so they would have to build at the rate of one house per family every ten 
years. But it is certainly most unlikely that this whole group of families 
would move into new houses every tem years—particularly since this group 
is at present better housed than the rest of the community and will not, 
to the same degree as the lower income families, feel the need to improve 
its housing conditions. 

To be realistic, it is necessary to face the fact that only a small pro- 
portion of these families within the upper income group are seriously 
affected by the housing shortage. The conclusion seems inescapable that 
the housing conditions of this particular group of wealthier families will 
not induce them to build houses at the very rapid rate estimated as neces- 
sary to fill the housing needs of the population in general. 

The argument thus far has been built on the assumption that upper- 
income families habitually pay one-fifth of their income for housing. But 
the records show that upper-income families are inclined to pay a con- 
siderably smaller proportion of their incomes for housing. So, whether 
the argument is based on actual experience or on the “one-fifth-of-income” 
formula, the same conclusion would have to be reached concerning the in- 
adequacy of housing demand. (Jn this connection it may also be observed 
that the average rent paid in the Toronto metropolitan area is about $35, 
based either on census records or on the “one-fifth-of-income” formula. ) 

Would it not be fair to. assume that those who need houses are now 
distributed fairly uniformly throughout all income levels and that only 20 
per cent of those who need houses have sufficient income to pay for 
new ones? 

Is it possible, then, that the housing programme of metropolitan 
Toronto will be stalled when only a small proportion of the needed 50,000 
houses have been built? Is it possible that over-crowding will have to 
continue and slum properties will have to remain in use and multiply 
because the community cannot afford to add to its stock of housing? Here 
is the very essence of the housing problem. Obviously one of the two 
elements in the housmg impasse will have to give way. Either the costs 
of housing will have to be substantially reduced or the capacity of families 
to pay for housing’ will have to be substantially increased or supple- 
mented. We do not here presume to suggest how’ either of these two 
objectives may be accomplished. We only attempt to present the problem 
in its simplest form. : 


UL.—HOW MUCH CAN TORONTO FAMILIES PAY FOR 
HOUSING? 

That a family can reasonably pay one-fifth of its income for rent or 
the purchase of a home is a convenient assumption in discussions about 
housing, But a good deal more discretion should be used in applying this 
formula to families in! all kinds of circumstances. It is true that for a 


householder with one child and a $4,000 income this proportion may leave - 


.generous provision for other family requirements. But, for a family 
with four children and $125 a month, what remains after paying $25 for 
rent is hardly enough to bry food and clothing and some simple furniture. 

Unfortunately, as can ‘be seen in Table 2, it has been the lower- 
income families which have had to pay the highest proportion of their in- 
comes for housing. (In this respect Toronto has the worst record of 
any city in Canada.) It should te noticed im this Table that at each 
income level the families with, the largest number of children were able 
to pay the least rent; the additional costs of food and! clothing for the 
children reduced the amount available for housing, This has meant that 
the very families which need more space for their children have had to put 
up with less space—or with an inferior kind of accommodation in a less 
desirable neighbourhood. 

With the introduction of Family Allowances an important modification 
has been made in family purchasing power. These payments should be 
added to income in order to present a full account of the rents which 
families of different sizes can afford to pay. But do not let the effect 
of Family Allowances be exaggerated; each $6.00 paid monthly for a child 
should not be expected to raise rent-capacity by more than $1.20 a month, 
and the increased cost of living has already largely absorbed the benefit. 

Table 3 gives an analysis of rent-capacity, assuming that a family can 
afford to pay one-fifth of its gross income after adjustments have been 
made for Family Allowances and for Income Tax. : 

But even if families paid no more than 20 per cent of their incomes 
for rent, would all of them be able to maintain a standard of living appro- 
priate to citizens of this community? What do people of Toronto regard 
as the level of existence at which their fellow-citizens should be able to 
live? A serious attempt to define such a standard has been made by the 
Welfare Council of Toronto; in 1938 an extensive study of family budgets 
and costs of living was made in the city, and in 1944 a report was pub- 
lished, taking into account the price changes that had occurred in the 
intervening years. The standard of living set up in this important docu- 
ment has become an integral part of our community lore, It is intro- 
duced here inte our housmg calculations in order to show that it is not safe 
to assume that every family can pay one-fifth ofits income for rent without 
jeopardizing standards of health and decency. .The critical levels of income 
so defined by the Toronto Welfare Council are shown on Table 4. Here 
also is shown the extent to which the payment of Family Allowances has 
raised families above this critical level. Before the introduction of Family 
Allowances about 30 per cent of all families in the Toronto metropolitan 





area were living below this standard; this proportion has now been reduced 
to about 24 per cent. 


Those families which cannot pay one-fifth of their income for rent, 
and still have enough money left over to maintain the standard of family 
life set by the Welfare Council, are compelled to compromise their budget 
in some way. Since rents in Toronto are particularly uncompromising 
they have, in fact, had to cut down their expenditures on food, clothing 
and other. basic necessities. But if the community came to regard the 
maintenance of an adequate standard of living as essential and inviolable, 
then it would be necessary to readjust the common conception of rent 
capacity; it would become evident that the residual rent capacity of a great 
many families is considerably less than one-fifth of their income. 


There are three possible answers to the question, “How much can Tor- 
onto families pay for housing?” 


(1) The actual amounts which families have been paying for housing 
might be regarded as representative of their capacity. 


(2) Or it might be said that a uniform proportion, one-fifth of income, 
is the fair capacity of families at all income levels. This would 
suggest that higher-income families could well afford more than 
they have habitually paid while lower-income families have been 
paying too much. 


. , £3) Or it might be said that the capacity to pay for housing depends 
not only upon income, but also upon the number of persons in the 
family who have to be clothed, fed and housed. 


It is obvious that, at the top of the income scale, the capacity to pay 
for housing has a vial bearing upon the production of additional housing 
units for private ownership. But, if metropolitan Toronto undertakes 
a low-rental housing programme, the question of how much low-income 
families can afford will become a matter of great public concern. It is 
true that if they only. paid one-fifth of their income they would. be better 
off than they are to-day. But it is also true that even the payment of this 


proportion would prevent them from attaining a way of life that has been 
regarded as desirable. 


Certainly new housing should be provided at rents that do not exceed 
those now being paid, Probably it should be provided at rents that con- 
form more closely with the proportions of income paid by higher-income 
families. Possibly low-rental housing should be provided at rents ad- 
justed to the real needs of families, supporting them in their effort to 
achieve a desirable way of life—but in fulfilling this last purpose the setting 
of rent levels would cease to be entirely a matter of housing policy and 
would be based on social motives of a different order. 


IV.—AS MUCH HOUSING AS THE COMMUNITY CAN PAY FOR 


The pressure of the housing shortage falls now upon families in all 
kinds of economic circumstances. The first to be released from the pres- 
sure will be those who can afford to buy new houses or old houses at the 
present inflated prices. The remaining pressure will, therefore, fall more 
and more upon those who cannot afford to buy new houses—~more and more 
upon families at lower income levels. , 


Over-crowding and the continued use of obsolete houses are the two 
principal manifestations of a housing shortage. To rectify the situation 
two courses of action are required: 


(1) Additions must be made to the total stock of housing. 


(2) Obsolete accommodation must be replaced by new housing. 
The community of metropolitan Toronto must now make plans for both 
of these elements of a housing programme in order that its citizens may 
have enough housing and enough housing of proper quality. In formulat- 
ing such plans it is clear that the income levels of Toronto families are a 
matter of the greatest significance. 


To create the necessary additions to our stock of housing, will there 
be enough families who can afford to buy new houses? If not, it will be 
necessary to provide additional rental housing for those who could not 
otherwise be released from over-crowding. 


In replacing obsolete houses, such as those in the Regent Park area, 
how much rent will families be able to pay? Since the great majority of 
such low-income families will-presumably not be able to pay the economic 
rent of new housing, on what equitable basis should their rents be set? 


To these questions the people of Toronto will have to find satisfactory 
answers if they are to emerge from their present housing predicament. 
An understanding of the facts is the first step towards planning. 
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TABLE 1, 


Percentage Distribution of Families in Greater Toronto by 


Family Size and Level of Gross Income, 1941 








Level of Number of Persons per Family Total 
Gross Income 2 3 4 5 6 ve 8 Percentage 
$6,000 ........ 18 39 68 48 25 07 03 2,08 
$5,000-$5,999 17 22 37 36 20 08 02 1.42 
$4,000-$4,999 - AT 64 16 55 32 AT 26 3.17 
$3,000-$3,999 - 146 2.09 236 1.66 81 28 31 8.97 
$2,500-$2,999 - 145: 2.22 284 1.22 72 A2 25 8.62 
$2,000-$2,499 - 3.00 462 38.75 193 1.16 44 38 15,28 
$1,500-$1,999 . 540 6838 5.87 2.83 1.47 54 63 22.77 
$1,000-$1,499 - 633 680 616 2.87 1.74 63 67 25.20 
$ 500-$ 999 - 2.30 2.82 2.03 95 62 43 30 8.95 
$ 000-$ 499 - 1.00 83 -70 40 32 17 AT 3.59 

Total............21.96 26.46 24.52 13.20 7.61 3.28 3.02 100.00 


Source: Dominion Bureau of Statistics, Decennial Census, 1941 
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TABLE 3. 
TABLE 2, , 
Average Rent Capacity Considered as One-Fifth of Net Income 


by Family ‘Size and Level of Gross Income, 1941 
Average Percentage of Income Spent on Rent, 1941, 


by Family Size and Level of Income- Number of Persons per Family 





Gross Income 2 3 4 5 6 7 

$6,000... 79 81 88 85 86 88 

: : : 3 $5,000-$5,999 4 15 1 79 81 82 

Level of Number of Persons per Family $4,000-$4,999 ; 63 64 66 69 70 71 
Net Income 2 3 4 5 6 $3,000-$3,999 51 52 54 57 58 59 
500-$1,999 24.0 219 213 199 192 $2,500-§2,999 42 43 4 46 48 50 
$2-00-$1 889 et : ¢ $2,000-$2,499 . 85 36 38 40 Al 48 
$1,000-$1.499 ........ 28.8 278 25.0 240 23.0 $1,500-$1,999 . 28 30 31 33 34 35 
‘ $1,000-$1,499 21 22 (88 25 26 27 

$ 500-$ 999 432 416 884 368 36.8 $ 500-8 999 . 18 14 15 1a 18 19 
$ 000-§ 499 . 5 6 7 8 9 10 





8 
89 
84 


72 


60 
51 
44 
36. 
28 
20 
1¥ 


Source: Dominion Bureau of Statistics, Household Census, 1941 Net income is calculated here as gross family income, less income tax 


determined by the proposed 1947 schedule, plus family’ allowances at 
the average rate of $6.19 per child per month. All families are con- 
sidered to consist of two adults and the rest children. 


as, Cees 
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TABLE 4. 
Families Living Below Standard in Greater Toronto, 1941 


After introduction of 
Family Allowances 


‘Before introduction of . 
Family Allowances 





Level of Percentage of Level of Percentage of 
income “ families below income families below 
required the standard required the standard 
Families of 2 persons $ 921 13% $ 921 138% 
8 persons 1,196 22% 1,122 17% 
4 persons 1,445 B4% 1,296 24% 
5 persons 1,693 41% 1,470 30% 
6 persons 1,968 58% 1,671 © 42% 
Tpersons 2,217 80% 1,858 50% 
8 persons 2,465 10% 2,055 60% 
Ali families in the 
Metropolitan area 30% 24% 


The figures showing levels of income required have been adjusted to 
1941 in order that they may be related with the proportions of families in 
each income group end family size as determined by the 1941 Census. 
Since both cost of living and income have risen since 1941, it may he 
assumed that the percentages of families below the “: dard” ‘thas re- 
mained fairly constant. 


—_4— 











NOTE ON TABLES 


The figures contained in the foregoing tables refer to the Toronto 
Metropolitan Area, comprising thirteen municipalities. 


The statistics on income and family-size distribution in Table 1 of 
this study are based on a sample of 89,390 Toronto wage-earner families 
from the records of the Decennial Census, 1941, The sample includes 
only those families where the husband and wife were living together with 
or without children, but without lodgers, lodging families, or boarders. 


The figures for the annual cost of living in Table 4 were based on the 
budget drawn up by the Toronto Welfare Council in its study, The Cost of 
Living, 1944, The Welfare budget allowed for what is technically known 
as a minimum standard of “health and decency.” The provisions of such 
a standard are rather more liberal than those required for mere subsistence. 
Since the Welfare Council budget was necessarily inconclusive on the sub- 
ject of rent, it was assumed in Table 4 that rent comprised 20 per cent of 
net income. This assumption underestimates the actual burden of rents 
at income Jevels near the minimum standard. Since the cost of the Wel- 
fare Council standard was calculated in relation to 1944 prices, it was 
necessary to estimate its cost in 1941 in order to relate the figures with 1941 
Census material as used in Table 4. This was done by means of the 
Dominion Bureau of Statistics’ cost of living index for Toronto. 


— HK 


